
OR

Attached is the Staff Report for TracFone Wireless, Inc.'s Application for designation as
an Eligible Telecommunications Carrier pursuant to Section 2l4(e)(2) of the Communications
Act of 1934 as amended. Staff recommends approval of the Application with conditions.

Originator: Lori Morison

Attachment: Original and thirteen copies

DATE:

RE:

TO:

SMO:LLM:kdh

FROM: Steven M. Olea /
Director ¢,~ '
Utilities Divisid

!GiNAL

April 29, 2010

Docket Control

IN THE MATTER OF THE APPLICATION OF TRACFONE WIRELESS, INC.
FOR DESIGNATION AS AN ELIGIBLE TELECOMMUNICATIONS CARRIER
FOR THE LIMITED PURPOSE OF OFFERING LIFELINE AND LINK UP
SERVICE TO QUALIFIED HOUSEHOLDS. (DOCKET NO. T-20664A-09-0148)

MEMQBAEQQM

Arizona Corporation Commission

DOCKETED 8'

DOCKETEU
APR 29 2010

llllllllllIIIIIIIIIIIIII
00001 1 0478

( :
Gs

1.J

a

|
I

f

i \ é

*u
F
< 3
o f

*-Q
...D

*':=»
"cm

"NJ
c...»
co: BU

m

m

-<
m
O

ZN



SERVICE LIST FOR: TRACFONE WIRELESS, INC.
DOCKET NO.: T~20664A-09-0148

Mr. Mitchell F. Beecher
Ms. Debra McGuire Mercer
GREENSBERG TRAURIG, LLP
2101 L Street NW, Suite 1000
Washington, D.C. 20037

Mr. Craig A. Marks
Craig A. Marks, PLC
10645 North Tatum Boulevard, Suite 200-676
Phoenix, Arizona 85028



STAFF REPORT

UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

TRACFONE WIRELESS, INC.

DOCKET NO. T-20664A-09-0148

IN THE MATTER OF THE APPLICATION OF TRACFONE WIRELESS, INC. FOR
DESIGNATION AS AN ELIGIBLE TELECOMMUNICATIONS CARRIER FOR THE

LIMITED PURPOSE OF OFFERING LIFELINE AND LINK UP SERVICE TO QUALIFIED
HOUSEHOLDS

APRIL 29, 2010



STAFF ACKNOWLEDGMENT

The Staff Report for TracFone Wireless, Inc., Docket No. T-20664A-09-0148, was the
responsibility of the Staff member listed below. Lori Morrison was responsible for the review
and analysis of TracFone Wireless, lnc.'s Application for designation as an eligible
telecommunications carrier for the limited purpose of offering Lifeline and Link Up Service to
qualified households within the State of Arizona.

1

Lori Morrison
Utilities Consultant



TABLE OF CONTENTS

1. PROCEDURAL HISTORY..

Page

1

2. Background 1

3. Requirements for Designation as an ETC ..

3.1
3.2
3.3

3

Supported Services..
Advertising of Supported Services ..
ETC Requirements in 47 C.F.R. § 54.202(a)(1)-(5)

.3

.5

.6
6
6

3.3.1
3.3.2
3.3.3
3.3.4
3.3.5

A Commitment and Ability to Provide Supported Services ..
Remain Function in Emergency Situations..
Satisfy/ Consumer Protection and Service Quality Standards...
O]§%r Local Usage Plan Comparable to Incumbent LECs ..
Certs;§/ Requirement to Provide Equal Access..

7

8

8

3.4 Expanded Eligibility Criteria, Dispute Resolution, Certification, Verification,
Recordkeeping and Outreach ..
Designated Service Area..
Reporting Requirement for Prepaid Wireless Deactivations .

.9

.9

.9

4. 10

.10

.10

5.

3.5
3.6

INTERVENOR .

ALECA's Concerns .
Response to ALECA's Concerns ..

STAFF CONCERNs , 11

6. Staff Recommendations.. 11

7. Conclusion 12

ATTACHMENTS

Tracfone Witless, Inc.'s Response to STF1.1B ..

State of Arizona Telephone with Late .. .2

Tracfone zipcodes.. OF .3



TracFone Wireless, Inc.
Docket No. T-20664A-09-0148
Page 1

1. PROCEDURAL HISTORY

On March 24, 2009 TracFone Wireless, Inc. ("TracFone") filed a petition requesting
designation as an Eligible Telecommunications Carrier ("ETC") pursuant to 47 U.S.C. §
214(e)(2).

On April 22, 2009, Staff issued DRI. TracFone responded on May 27, 2009.

On June 15, 2009, Staff issued DR2. TracFone responded on July 23, 2009

On July 27, 2009, TracFone filed its first amendment to its original petition. In the
amendment, as
the Federal Communications Commission's ("FCC") Forbearance Order is limited to the
provision of Lifeline services only.

TracFone withdrew its request to be designated as an ETC for Link Up services,
1

On August 7, 2009, TracFone filed a revised first amendment to its original petition. In
the revised amendment, TracFone excluded Tribal Lands from their Lifeline services.
Additionally, TracFone reiterated its withdrawal request to be designated as an ETC for Link Up
services.

On August 25, 2009, Staff issued DRY. TracFone responded on September 24, 2009.

On October 22, 2009, Staff issued DR4. TracFone responded on November 23, 2009.

On October 28, 2009, TracFone filed a second Amendment to its petition. In the
amendment, TracFone clarified that it will offer Lifeline services in all Arizona areas served by
its underlying carriers, AT&T Mobility and T-Mobile. In the second quarter of 2010, Verizon
Wireless will be added as an underlying carrier for TracFone, and TracFone will be expanding its
Lifeline service area to include areas in Arizona served by Verizon Wireless.

On December 18, 2009, the Arizona Local Exchange Carriers Association ("ALECA")
filed a motion to intervene, and all parties filed responses.

On March 16, 2010, a Procedural Order granted ALECA's request for intervention in this
proceeding.

2. BACKGROUND

Tracl-Tone is a Delaware corporation headquartered in Miami, Florida. TracFone is a
reseller of commercial mobile radio service ("CMRS") throughout the United States, including
the State of Arizona. TracFone provides service through a "virtual network" consisting of

1 Petition of TracFone Wireless, Inc. for Forbearance from 47 USC. §214(e)(I)(A) and 47 C.F.R. §54.201 (1), CC
Docket No. 96-45, 20 FCC Rcd. 15095, (Released September 8, 2005) ("Forebearance Order")
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services obtained from numerous licensed operators of wireless networks and does not own or
operate any of its own wireless facilities. In Arizona, TracFone's underlying carriers are AT&T
Wireless, T-Mobile and Verizon Wireless. TracFone's arrangements with these providers enable
it to offer services wherever these providers offer service in the State of Arizona. Both non-rural
and rural incumbent local exchange carriers ("ILE Cs") provide wireline service within these
areas. In response to Staffs First Data Request STP 2.1, TracFone provided a list of each ILEC,
its Study Area Code ("SAC") and identified the ILEC as being classified as Rural or Non-Rural
(see Attachment 1).

On June 8, 2004, TracFone petitioned the FCC seeking forbearance from the facilities-
based requirements in 47 U.S.C. § 2l4(e)(1)(A), which requires that a carrier be, at least in part,
facilities-based to be eligible for designation as an ETC. On September 24, 2004, TracFone
amended its petition to include a request for forbearance from 47 C.F.R. § 54.20l(i), which states
that an entity that offers the services supported by federal universal service support mechanisms
exclusively through resale shall not be designated an ETC. TracFone also stated in its petition
that it would meet all ETC obligations, except for the facilities-based requirements. The FCC
granted TracFone forbearance from the facilities-based requirements for Lifeline support only
and is subject to TracFone meeting the following conditions:

(a) provide its Lifeline customers with 911 and enhanced 911 ("E9l1") access regardless
of the activation status and availability of prepaid minutes,

(b) provide its Lifeline customers with E911-compliant handsets and replace, at no
additional charge to the customer, non-compliant handsets of existing customers who
obtain Lifeline-supported services,

(c) comply with conditions (a) and (b) as of the date it provides Lifeline services,

(d) obtain a certification from each Public Safety Answering Point ("PSAP") where
TracFone provides Lifeline service confirming that TracFone complies with condition
(a) or if within 90 days of TracFone's request a PSAP has not responded, TracFone
may self-certify that it meets the basic and E91 l requirements,

(e) require its customers to self-certify at time of service activation and annually
thereafter that they are the head of household and receive Lifeline-supported service
only from TracFone, and

(f) establish safeguards to prevent its customers from receiving multiple TracFone
Lifeline subsidies at the same address.

In its Forbearance Order, the FCC noted that TracFone would be a "limited ETC" eligible
only for Lifeline support. The FCC further states "as a limited ETC, TracFone would not be
eligible to receive support for the other supported services under the low-income program nor
would it be eligible, as an ETC, to receive support for services supported by the other universal

L
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support mechanisrns".2 Thus, TracFone is not entitled to receive Federal Universal Service Fund
("USF") support for high-costs, Link Up, toll limitation services monies or Lifeline to Tribal
Lands.3

3. REQUIREMENTS FOR DESIGNATION AS AN ETC

Designation as an ETC makes a carrier eligible to receive federal universal service funds.
The requirements for designation of ETCs are specified by 47 U.S.C. § 2l4(e)(1). It states:

"A common carrier designated as an eligible telecommunications carrier under paragraph
(2) or (3) shall be eligible to receive universal service support in accordance with section
254 and shall throughout the service area for which the designation is received: (A) offer
the services that are supported by Federal universal service support mechanisms under
section 254(c), either using its own facilities or a combination of its own facilities and
resale of another carrier's services (including the services offered by another eligible
telecommunications carrier), and (B) advertise the availability of such services and the
corresponding charges using media of general distribution."

In order to be designated as an ETC, a carrier must offer Lifeline service to all qualifying
low-income customers within its service area.4 Lifeline service provides basic telephone service,
typically by passing on discounts to monthly telecommunications charges. TracFone is
proposing to offer Lifeline service by providing a free handset and 68 free prepaid minutes to
qualifying customers in lieu of offering a discount on its existing prepaid service options.

As indicated above, the FCC granted TracFone forbearance from the facilities-based
requirement and any criteria related to facilities build out. TracFone would be a limited ETC,
eligible only for Lifeline support and must meet all the other criteria required of ETCs.

3.1 Supported Services

47 C.F.R. § 54.101, sets forth the services that a carrier must offer in order to receive
Federal universal service fund support. The services include:

(1) "Voice grade access to the Public Switched Network" is defined as a functionality
that enables a user of telecommunications services to transmit voice communications,
including signaling the network that the caller wishes to place a call, and receive
voice communications, including receiving a signal indicating there is an incoming
call. For purposes of this Part, bandwidth for voice grade access should be, at a
minimum, 300 to 3,000 Hertz,

2 In the Matter of FederaI-State Joint Board on Universal Service, et al., CC Docket No. 96-45, Order 05-0165,
(Released September 8, 2005), Para6.
3 Ibid,Para 4.
4 47 C.F.R. §§ 54.405 and 54.411(8)
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(2) "Local usage" means minutes of use for local exchange service, prescribed by the
Federal Communications Commission, provided free of charge to end users,

(3) "Dual tone multi-frequency" ("DTMF") is a method of signaling that facilitates the
transportation of signaling throughout the network, shortening call set~up time;

(4) "Single-party service" is a telecommunications service that permits users to have
exclusive use of a wireline subscriber loop or access line for each call placed, or, in
the case of wireless telecommunications carriers, which use spectrum shared among
users to provide service, a dedicated message path for the length of a user's particular
transmission,

(5) "Access to emergency services" includes access to services, such as 911 and
enhanced 911, provided by local governments or other public safety organizations.
911 is defined as a service that permits a telecommunications user, by dialing the
three-digit code "911", to call emergency services through a Public Safety Access
Point ("PSAP") operated by the local government. "Enhanced 911" is defined as 91 l
service that includes the ability to provide automatic numbering information ("ANI"),
which enables the PSAP to call back if the call is disconnected, and automatic
location identification ("ALl"), which permits emergency service providers to
identify the geographic location of the calling party. "Access to emergency services"
includes access to 911 and enhanced 911 services to the extent the local government
in an eligible carrier's service area has implemented 911 or enhanced 911 systems,

(6) "Access to operator services" is defined as access to any automatic or live assistance
to a consumer to arrange for billing or completion, or both, of a telephone call,

(7) "Access to interexchange service" is defined as the use of the loop, as well as that
portion of the switch that is paid for by the end user, or the functional equivalent of
these network elements in the case of a wireless carrier, necessary to access an
interexchange carrier's network,

(8) "Access to directory assistance" is defined as access to a service that includes, but is
not limited to, making available to customers, upon request, information contained in
directory listings, and

(9) "Toll limitation denotes either toll blocking or toll control for eligible
telecommunications carriers that are incapable of providing both services. For
eligible telecommunications carriers that are capable of providing both services, 'toll
limitation' denotes toll blocking and toll control."5

5 47 C.F.R. § 54.400(<1)
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TracFone states in its application that it currently offers the services designated for
support by the Federal universal support mechanisms under 47 U.S.C. § 5 l . l01(a) as follows:

1.
2.
3.
4.
5.
6.
7.

8.
9.

Voice grade access to the public switched network,
Local usage,
Dual tone, multi-frequency signaling or its functional equivalent,
Single party service or its functional;
Access to emergency services,
Access to operator services,
Access to interexchange service - TracFone states customer can use its
services to complete toll calls. TracFone does not impose separate charges
for interexchange calls and long distance calling is included in its service
with no additional charge,
Access to directory assistance, and
Toll limitation for qualifying low-income customers -- TracFone states
there is no need to offer a toll limitation feature to qualifying low-income
customers because its service is prepaid, thus eliminating the possibility
for low-income customers to incur large charges for heavy toll (or other)
calling and being disconnected for nonpayment. In addition, TracFone
treats long distance minutes of use the same as other types of calls.

In its application, TracFone states it has the ability to provide all the supports services
and functionalities required in the proposed ETC coverage area to all subscribers taking service
under its Lifeline plan through arrangements with its underlying carriers. Based on the above
information and explanations, Staff believes that TracFone meets this requirement for ETC
designation.

3.2 Advertising of Supported Services

47 U.S.C. §  2l4(e)(1)(B) requires common carrier designated as an eligible
telecommunications carrier to advertise the availability of such services and the corresponding
charges using media of general distribution. In order to comply with this requirement, TracFone
states that it will advertise the availability of its supported services and the corresponding
charges using media of general distribution. TracFone states that it plans to utilize marketing
and outreach efforts, such as print and broadcast advertising, in media outlets most likely to
reach consumers eligible for Lifeline services. This includes national publications, local and
community newspapers, radio and television advertisements in both English and Spanish.
TracFone provided samples of its print, radio and television advertisements to Staff for review.

Based on the information above and TracFone's advertising materials provided to Staff
for review, Staff concludes that TracFone will advertise the availability of its supported services
and the corresponding charges using media of general distribution as required by 47 U.S.C. §
214(e)(l)(B). Staff believes that TracFone meets this ETC designation criteria.
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3.3 ETC Requirements in 47 C.F.R. § 54.202(a)(1)-(5)

In addition to the requirements listed above, on March 17, 2005, the FCC issued a Report
and Orders that established additional minimum criteria that all ETC applicants must satisfy in
order to be granted ETC status by the FCC. These requirements were added to the FCC's rules
under 47 C.F.R. § 54.202(a)(l)-(5). In this Report and Order, the FCC determined that an ETC
applicant must comply with the following requirements in its applications:

3.3. I A Commitment and Ability to Provide Supported Services

In 47 C.F.R. § 54.202(a)(l), the FCC outlines "the requirement that an ETC applicant
must demonstrate its commitment and ability to provide the supported services throughout the
designated service area by providing services to all requesting customers within its designated
service area and by submitting a formal network improvement plan that demonstrates how
universal service funds will be used to improve coverage, signal strength, or capacity that would
not otherwise occur absent the receipt of high-cost support".

TracFone states that it will provide Lifeline service to qualifying customers requesting
these services throughout Arizona pursuant to the universal service program and in accordance
with 47 C.F.R. § 54.202(a)(1). TracFone states it will provide service to requesting qualifying
customers on a timely basis or within a reasonable period of time in accordance with the rule.
However, TracFone indicates in its application that the FCC waived all the facilities-based
requirements for it and, as such, the additional requirement of demonstrating a commitment and
ability to provide the supported services, including providing service to all customers within its
proposed service area, applies to facilities-based carriers seeking high-cost universal service
support and does not apply to its application.

Based on the above information, Staff believes that TracFone meets the non-facilities
based portion of this ETC designation criteria.

3.3.2 Remain Function in Emergency Situations

In 47 C.F.R. § 54.202(a)(2), the FCC outlines the requirement that an ETC application
demonstrate its ability to remain functional in emergency situations. Specifically, "an applicant
must demonstrate that it has a reasonable amount of back-up power to ensure functionality
without an external power source, is able to reroute traffic around damaged facilities, and is
capable of managing traffic spikes resulting from emergency situations."9

6 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March
17, 2005) ("ETC Minimum Requirements Report and Order" or "Report and Order").
7 ibid, Para 20.
as Ibid, Para 21,
9 Ibid, Para 25.
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To demonstrate its ability to remain functional in emergency situations, TracFone states it
provides service in Arizona by reselling services of underlying wireless carriers, specifically
AT&T Wireless, T-Mobile and Verizon Wireless in Arizona. TracFone further states that those
networks have implemented state-of-the-art network reliability standards and that TracFone's
service reliability compares favorably with that of any facilities-based operator in the wireless
telecommunications industry.

Based on the above information, Staff concludes that TracFone has demonstrated its
ability to remain functional in emergency situations by reselling the services of carriers that
utilize state-of-the-art network reliability standards. Staff believes that TracFone meets the ETC
designation criteria.

3.3.3 Satisjv Consumer Protection and Service Quality Standards

In 47 C.F.R. § 54.202(a)(3), the FCC requires an ETC applicant to demonstrate its
commitment to meeting consumer protection and service quality standards in its application.
Thus, "an ETC applicant must make a specific commitment to objective measures to protect
consumers. Consistent with the designation framework established in the Virginia Cellular ETC
Designation Order10 and the Hignlana' Cellular ETC Designation Urderll and as suggested by
commenters, a commitment to comply with the Cellular Telecommunications and Internet
Association's ("CTlA") Consumer Code for Wireless Service will satisfy this requirement for a
wireless ETC applicant seeking designation..."l2 The sufficiency of other commitments will be
considered on a case-by-case basis.

To demonstrate its ability to satisfy consumer protection and service quality standards,
TracFone states as a reseller of other carriers' wireless services, its services are of the same
quality and reliability as that of its underlying vendors. To demonstrate its commitment to high
service quality, TracFone states it will comply with the CTIA - Wireless Association

Consumer Code for Wireless Service. Additionally, TracFone provided a link to its website
where it posts its Privacy Policy, which outlines TracFone's policies on collecting and using
customers' online information.

Based on the above information, Staff believes that TracFone meets this ETC designation
criteria.

10 See Federal-State Joint Board on Universal Service; Virginia Cellular, LLC Petition for Designation as and
Eligible Telecommunications Carrier for the Commonwealth of Virginia, Memorandum Opinion and Order, CC
Docket No. 96-45, Released January 24, 2004 (Virginia Cellular ETC Designation Order).
11 See Federal-State Joint Board on Universal Service; Highland Cellular, Inc. Petition for Designation as and
Eligible Telecommunications Carrier for the Commonwealth of Virginia, Memorandum Opinion and Order, CC
Docket No. 96-45, Released April 12,2004 (Highland Cellular ETC Designation Order). .
12 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March
17, 2005), Para 28.
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3.3.4 O r Local Usage Plan Comparable to Incumbent LECs

In 47 C.F.R. § 54.202(a)(4), the FCC requires an ETC applicant to "demonstrate that it
offers a local usage plan comparable to the one offered by the incumbent LEC in the service
areas for which it seeks designation."13 However, the FCC did not adopt a specific local usage
threshold for petitioning applicants.

To demonstrate it provisions local usage comparable to that offered by the incumbent
Local Exchange Carriers ("LECs")'4, TracFone states that wireless and wireline services, though
increasingly substitutable for each other, are different from each other and are priced differently.
TracFone further cites the FCC's explanation that an ETC applicant's local usage plans should
be reviewed on a case-by-case basis to ensure that each ETC provide a local usage component in
its universal service offering that is comparable to the plan offered by the incumbent LEC in the
area." The requirement is for ETCs to offer local usage plans comparable to those of the
incumbent LEC, but not identical. The FCC has not adopted any minimum local usage
requirements and TracFone states as a designated ETC, it will comply with any minimum local
usage requirements the FCC adopts. TracFone's Lifeline customers will receive specified
amounts of free wireless service which allows them to initiate and receive both local and long
distance calls.

Based on the above information, and recognizing that the FCC has not set a local usage
threshold,Staff believes that TracFone meets this ETC designation criteria.

3.3.5 Certu§/ Requirement to Provide Equal Access

In 47 C.F.R. § 54.202(a)(5), the FCC, having determined it would not impose a general
equal access requirements on ETC applications, directed ETC applicants to certify that it
acknowledges that the FCC may require it "to provide equal access to long distance carriers in
the event that no other eligible telecommunications carrier is providing equal access within the
service area."16 Further, the FCC determined it would decide whether to impose any equal
access requirements on a case-by-case basis.

TracFone states that the FCC waived this requirement in the TracFone ETC Order"
because TracFone is a pure reseller. As such, Staff concludes this requirement is not applicable.

13 Ibid,Para 32.
14 47 c.F.R. § 202(a)(4).
15Federal-State Joint board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March
17, 2005), Para 33.
16 Ibid, Para 37.
17 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Order, FCC 08-100 (rel. April 11, 2008)
("TracFone ETC Order"), note 30.
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3.4 Expanded Eligibility Criteria, Dispute Resolution, Certification, Verification,
Recordkeeping and Outreach

In addition to adding the above criteria applying to ETC applicants, the FCC also adopted
expanded eligibility criteria for Lifeline and Link Up, dispute resolution procedure, certification
procedures, verification procedures and recordkeeping procedures and outreach for ETCs. The
Commission adopted these additional criteria on June 21, 2005, in Decision No. 67941 .

In its application, TracFone states it will comply with the Lifeline certification and
verification requirements as set forth in 47 § 54.410. Further, in Staff Data Request 1.44, Staff
asked TracFone to certify that it would comply with all the requirements for expanded eligibility
criteria, certification, verification and recordkeeping requirements set forth in ACC Decision No.
67941. .TracFone "certifies that it will comply with all the requirements for expanded eligibility
criteria, certification, verification and recordkeeping requirements in Decision No. 6794l".

3.5 Designated Service Area

TracFone requests that the Commission designate it as an ETC for service areas in
Arizona, excluding the Tribal Lands. Through resale of wireless service provided by its
underlying carriers in Arizona, TracFone states it provide service in every Zip Code in the State
of Arizona. Attachment 2 is a map of TracFone's coverage area overlaid on the Commission's
"State of Arizona Telephone with LATA" map. Attachment 3 is a list of each zip code served by
TracFone, including the names of each ALECA member company that serves a specific the zip
code and identification of zip codes that serve Tribal Lands. Please note there are eleven (11) zip
codes identified in Attachment 3 as "No TracFone Service Available". According to TracFone, a
"No Service Available" zip code is one in which TracFone will not issue a subscriber wireless
service. There may be transmission signal coverage, but it is not strong enough to meet
TracFone's standards.

There are a number of zip codes that encompass Tribal Lands and non-Tribal Lands.
Staff recommends that TracFone and affected ALECA members coordinate the identification of
qualifying low-income consumers that do not live on Tribal Lands.

3.6 Reporting Requirement for Prepaid Wireless Deactivations

In addition to the FCC's requirements listed on page 2 of this recommendation, Staff
recommends that TracFone be required to provide a quarterly report of the number of customers
with periods of inactivity greater than 60 days, but did not cancel TracFone, are no longer
qualified for Lifeline service or who voluntarily deactivate service. The purpose of this report is
to monitor the number of deactivated customers so that TracFone does not continue to receive
$10.00 per handset for these customers every month from the Universal Service Administrative
Company ("USAC"). The quarterly report must also include the total number of Lifeline
customers and, as separate items, the number of customers who voluntarily relinquish their
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TracFone provided Lifeline service, the number of customers who do not annually recertify their
eligibility for Lifeline services and the number of customers deactivated for 60 days of inactivity.

4. INTERVENOR

4.1 ALECA's Concerns

ALECA is an association of telephone companies and member-owned cooperatives
providing local exchange telecommunications services to customers in rural, high cost areas of
Arizona. All of ALECA's members are "rural telephone companies" as defined by the
Communications Act of 1934, as amended (the "Act") 47 U.S.C. § l53(37). In its Motion to
Intervene, ALECA states, "Each ALECA member, including its Tribally-owned members,
receives support from the Federal Universal Service Fund ("FUSF") in the form of High Cost
Support. Each member also provides discounted Lifeline telephone service and receives
compensation for the discounts from the FUSF." ALECA states it is concerned that TracFone's
offering may unfairly duplicate the similar offerings of its member companies, cause the FUSF
requirements to grow to the point where its member companies' FUSF compensation is
endangered, and undermine public support for the FCC's universal service programs.

4.2 Response to ALECA's Concerns

TracFone indicated in its Response to ALECA's Motion to Intervene that its Lifeline
services are not duplicative or similar to the Lifeline services provided by ALECA's member
companies because TracFone's Lifeline service is wireless, while ALECA members provide
wireline service. Additionally, TracFone indicates that its Lifeline services are different from
that of ALECA members because it offers larger local calling areas, includes long distance
calling without additional toll charges, provides the convenience and security afforded by mobile
telephone service, is prepaid so customers can control their costs by purchasing in advance only
the volumes of service which they need, and includes features (e.g., caller ID, call waiting, voice
mail) which are not covered by ALECA members' Lifeline programs. Staff adds that
designating TracFone as a wireless ETC is consistent with competitive neutrality in advancing
universal service policy. The FCC requires that universal service support mechanisms and rules
should neither unfairly advantage nor disadvantage one provider over another and that they
should neither unfairly favor nor disfavor one technology over another.18

ALECA is also concerned that TracFone's ETC designation will cause the FUSF
requirements to grow to the point where its member companies' FUSF compensation is
endangered, and undermine public support for the FCC's universal service programs. To this
concern, Staff responds that TracFone is only eligible for Lifeline USF and its designation as an
ETC will not affect the ALECA members' high cost support. TracFone also is not eligible for
Tier 4 USF compensation, which is Lifeline service for Tribal Lands and thus, will not affect any

18 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March
17, 2005), Para 47.



TracFone Wireless, Inc.
Docket No. T-20664A-09-0148
Page 11

Lifeline support for ALECA members serving Tribal Lands. In addition, in the FCC
Forbearance Order, the FCC states, ""[I]f TracFone is able to obtain ETC designation for
Lifeline-only services, we do not expect this to significantly burden the universal service fund
and thus negatively affect consumers through increased pass-through charges of the carriers'
contribution obligations. The Commission has recognized the potential growth of the fund
associated with high-cost support distributed to competitive ETCs. TracFone, however, would
not be eligible for high-cost support."19

5. STAFF CONCERNS

Staff has two concerns with the proposed offering. The first is deducting minutes from
Lifeline customers' handsets for calling TracFone's Customer Service. The second concern is
the $0.20 per additional minute rate.

When a Lifeline customer dials 611, TracFone proposes to deduct minutes of use for
calling Customer Service. TracFone's three underlying carriers are among the largest wireless
service providers in the country and none of these carriers deducts customer minutes for calling
Customer Service. Since the general practice of the major wireless carriers is to not deduct
minutes for Customer Service calls, Staff requests that TracFone evaluate providing Lifeline
customers free access to Customer Service.

The second concern is the limited amount of proposed free minute and additional per
minute rate. Staff finds that 68 minutes is a limited amount of time for a one month period. Staff
is not advocating that TracFone provide additional free minutes, but believes a lower rate for
additional minutes would be beneficial to Arizona low-income households. Staff acknowledges
that TracFone has offered a $0.10 per additional minute option in other jurisdictions and would
like to see TracFone extend the same consideration to Arizona low-income households.

6. STAFF RECOMMENDATIONS

In addition to the conditions set forth by the FCC, Staff recommends TracFone's
Application for designation as an ETC be granted subject to the following conditions:

TracFone should evaluate providing Lifeline customers free access to Customer
Service from TracFone handsets,

b. TracFone should evaluate offering a rate of no more than $0.10 per minute for
additional minutes,

c. TracFone shall file a tariff with the Commission, setting forth the rates, terms and
conditions for its Lifeline service within thirty (30) days of a Commission Order in
this matter,

19 Para. 17.

a.
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d. TracFone shall notify the Commission of any future changes to its rates, terms and/or
conditions regarding its Lifeline offerings and file such changes in its tar iff and
amend its tariff in compliance with ARS 40-367,

e. TracFone shall make available Lifeline services to qualifying low-income applicants
in its ETC service area no later than ninety (90) days after a Commission decision and
concurrently notify the Utilit ies Division Director ,  by making a filing in Docket
Control, of the commencement date for such services,

TracFone shall apprise the Commission of any customer complaints that may arise
from its ETC service offerings by making a filing in Docket Control;

g, TracFone shall provide a regulatory contact to the Commission's Consumer Services
Division,

h. In the event that TracFone requests to relinquish its ETC status and no longer provide
Lifeline services, it must provide notice to both the Commission and its customers.
Such notice(s) shall be in accordance with A.A.C. R14-2-1107.

i. TracFone shall submit an annual report by April 15th of each year, beginning April
15,  2011, that contains its total number of Lifeline subscribers,  total amount of
Federal USF support received and an affidavit stating that the Lifeline discounts or
the equivalent are equal to the amount of total Federal USF support per line. The
annual tiling shall be submitted as a compliance item in this docket; and

j- That  TracFone submit  a  quar ter ly repor t  deta iling the tota l number  of Lifeline
customers, the total number of customers removed from the customer base due to 60-
day inactivity,  the number of customers removed from the customer base due to
annual verification and the total number of customers who voluntarily relinquished
Lifeline service. The quarterly report should be submitted as a compliance item in
this docket on the 15'*' of the month following the end of a quarter.

7. CONCLUSION

47 U.S.C. § 2l4(e)(2) provides in part that a  "State commission shall,  upon its own
motion or upon request, designate a common carrier that meets the requirements of paragraph
(1)20 as an eligible telecommunications carr ier  for  a  service area designated by the State
commission." Staff recommends tha t  the Commission grant  TracFone's  Applica t ion for
Designation as an Eligible Telecommunications Carrier under U.S.C. §2l4(e)(2) subject to the
conditions discussed above.

20 47 U.s.c. § 214(e)(1).

f.



ILEC SAC Rural/Non-Rural

Qwest Communications, Inc. 455101 Non-Rural

Accepter Communications, Inc. 452191 Rural

Arizona Telephone Company 452171 Rural

Copper Valley Telephone Inc. 452176 Rural

Citizens Utilities Rural Telephone Company, Inc. 452172 Rural

Citizens Telecommunications Co. of the White Mountains 454426 Rural

Fort Mojave Telecommunications., Inc. 452200 Rural

Gila River Telecom. 452179 Rural

Hopi Telecommunications, Inc. 450815 Rural

Midvale Telephone Exchange, Inc. 452226 Rural

Navajo Communications Company, Inc. 454449 Rural

Rio Virgin Telephone Co. 552356 Rural

Saddleback Communications 457991 Rural

San Carlos Apache Telecommunications Utility Inc. 452169 Rural

Southwester Telephone Co. 452174 Rural

South Central Utah Telephone Association, Inc. 502286 Rural

Table Top Telephone Company, Inc. 453334 Rural

Toho ro O'odham Utility Authority 452173 Rural

Valley Telephone Cooperative, Inc. 452176 Rural

Verizon California, Inc. 452302 Rural

ATTACHMENT 1

TRACFONE WIRELESS, INC.'S RESPONSE TO STF 1.1B

STATE OF ARIZONA

INCUMBENT LOCAL EXCHANGE CARRIERS



ATTACHMENT 2

Pursuant to ARS §39-1z1.03 this map is 'Not for Commercial Use'

TracFone Frontier Communications of the White Mountains

Accipiter Communications, Inc. Midvale Telephone Exchange, Inc.

Arizona Telephone Company 1_1 Navajo Communications Company, Inc.

Copper Valley Telephone, Inc. Qwest Communications, Inc.

Frontier Citizens Utilities Rural E Rio Virgin Telephone Company

South Central Utah Telephone Assoc., Inc.

Southwestern Telephone Co.

Table Top Telephone Company, Inc.

Valley Telephone Cooperative, Inc.

Verizon California, Inc.

STATE OF ARIZONA TELEPHONE WITH LATA
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